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An Ex Parte Presentation to the FCC .:<)
--submitted by John Staurulakis, Inc. 1 ~,y",

rY, ~r\
The Joint Board's Recommended Decision as It Applies to the&t"'~rsal , I~e Fund and
High Cost Support: An Ovuview ofthe Financial Impact on ~\al~~ De ~~~nies

~~'" \

Statement of Issue \jC
In its November 7. 1996 Recommended Decision to the Federal CoX1'municatllOns Commission
(FCC), the Federal-State Jomt Board on Universal Service appeared to recognize the unique
characteristics of rural telephone companies and the importance of ensuring that any regulatory
changes made as a result of its recommendations. at least in the short-run. should not result in
significant alterations to the level of revenues that rural telephone companies currently receive

At the same time, however. the Joint Board appears to have recommended that cost recovery be
restricted to single-line business lines and primary-residential Jines, In addition. the Joint Board
proposed to freeze the per-line amount of compensation that rural telephone companies" as
defined by the Telecommunications Act of 1996. recelve from the combination of the current
Universal Service Fund (( rSF). Dial Equipment Minutes (OEM) weighting. and Long Term
Support (LTS). Sec Attachment B for a more thorough discussion of the Joint Boarers
recommendations applicahle to rural telephone companies

If our understanding of the Joint Board's recommendations arc correct. we believe that through
these policy measures, it perhaps unwittingly has rut in place a formula that wilL at the outset
result in a significant change in revenues received. and guarantee the under-recovery of costs for
many rural LEes, JSI's analysis indicates that. in1\ialh. the potential shortfall of revenues may
be as much as $27 per access line. per month

Data Analysis and Findings
Eighty (80) of JSI's rural telephone company clients. from twenty-three (2]) states, participated
in this study. The results indicate that, as a group. on average these companies will experience a
loss of $2.79 per access line. per month, beginning 111 1998 This represents an average decrease
oj 1702u;() in interstate cost recovery fcx the i'omhination of the current lJSF. the DEM
Weighting and the Long term support. However. the 17 .02 % average masks the true company
specific drop in interstate cost recovery, which reaches as high as '19% of interstate settlements
jiJr these programs. See attachment A for the detail" hv company. and hy state

.lSI's concern is that a reduction in the level of interstate cost recovery in no way diminishes the
actual costs incurred hy the I Fe. These costs \\111 he shifted to the intrastate jurisdiction' A.Il

._~_._-------

I John Staurulakis, Inc. (.lSI) is d consulting firm based in Seabrook, Maryland which has worked with independent
telephone companies since !lJ6? \ more complete profile (l1 .ISI I' included If1 '\ttachment D

rhis IS certainly the case for the current USF, which. as d lesult ill iI 1984 Jomt Board recommendation, revenues
are lIsed to offset intrastate revenue requirements (Ct I locket No 78- 72 CC Docket No 80-286, adopted
!\!ovclllber 15 1984, footl1ote 'I rt also appears 10 he lhl' .1st' f,lr thl' nF·<"4 fVeigh/mg. since II can reasonablv be



things being equal, this shift in cost allocation will exert upward pressure on rates for local
service. the primary service category over which a rural telephone company has pricing control. \

Attachment A is a summary, by company and by state. reflecting the 1998 financial impact of the
Joint Board's recommendations on those JSI clients that participated in the study. At the request
of our clients, we have coded the company-specific information in order to protect the identity of
the individual companies. However, we would be pleased to have FCC staff, or other interested
parties, review the actual. underlying data at our offices in Seabrook Maryland. a Washington,
DC. suburb. Furthermore. in Attachment C we have included a complete line-by-Iine
explanation of the manner in which these calculations haw heen made.

Conservative Estimates
We believe that the estimates reflected on Attachment /\ are conservative. This is primarily due
to the fact that the Joint Board's recommended per-access-Iine freeze. of historic cost recovery
levels, results in a lag in settlements 4 1'0 the extent that rural telephone companies have
continued to invest in loop plant and switches to fulfill their obligations to serve all customers on
a timely basis. it is likely that such costs will not he fully recovered beginning in 1998. This
would be further exacerbated in the 1999-2003 period. If companies were to continue to invest in
these faci lities to promote and advance universal service, ,md meet the other obligations imposed
by the F('(' (e.g .. dialmg rarity. number portabilitv pay phone deregulation. etc ..1

Conclusions/Recommendations
.lSI believes that, in at least two respects. the Joint Board. unwittingly or not, has violated the
intent of Congress embodied in the Act's universal service principles: First. the Joint Board has
unnecessarily restricted recovery of universal servIce costs solely to primary-residence lines and
single-line business lines even while it acknowledged (in Paragraph 89 of the Recommended
Deci.~·ion! that the Act provides no statutory guidance in this area. We believe that this
recommendation is contrary to the provisions 01 Section 254(b)(3), and serves to the
disadvantage of those customers that receive local ';;ervin.' from a rural telephone company, and

assumed that if the .Joint Board recommendation of transferring the DElvl weighting requirements 10 the
reconstituted USF is approved by the FCC, there will he a (t)JlCllrrent change in separations procedures elimmating
the DEM weighting. whIch will reduce the assignment Df local switching to interstate. and. therefore.
automatically result m a jurisdictIOnal shift to intrastate It '; Ie·,s c('rtam that the change in treatment of lon\~ lerm

w[J[Jorl wiIl result in a jurisdictional "hifi

\ The vast majority of our clients. and rural telephone companIes in general. are rate hase, rate-of-return regulated
companies with the obligation 10 serve all customers within a ,:ertified geographic area and on a timely hasis. in
exchange for an opportunity to recover their costs and earn ~l return on their investment In such a scenario, it i',
typically local service rates OWl' whICh the rural telephone (ornpan\ has priclIlg control since these local service
costs are "r'esiduallv derived ..

.1 The .Joinl Board has proposed to freeze the per-line amounts of cost recovery from the 1995 liS!'. the 1996 DEM

weighting, and the 1996 Long Term Support. In 1998. absent thiS freeze. rural telephone companies viould he
allowed to recover the 1996 level of loop costs through the current USF. the 1998 interstate level of local SWitching
costs. including the J)FM weighting. and the 1998 level of the c'lInmon·line costs included in Long Term Support



ultimately to the disadvantage of rural economic development. Second, the Joint Board has
proposed a mechanism for rural telephone companies that will ensure, at the outset. a significant
change in the level of revenues received, and will !!uarantee the under-recovery of costs, an
outcome that specifically violates Section 254(b)( 5

Clearly. those parts of the Federal-State Joint Board's Recommended Decision related to
universal service cost recovery are ill-advised, and will. if adopted by the FCC, establish policy
that penalizes customers of rural telephone companies hecause of where they live.) In the short
term, the Joint Board's recommendations will lead to significant, adverse effects on rural
telephone companies and the subscribers and communitIes they serve. Ultimately, such policies
will also have draconian consequences on rural economic development. in general. and on the
future prospects of rural America itself.

Complicating the situation further, .lSI believes. IS the intensifying pressure on the FCC to
complete its work on fonvard-Iooking economic cost proxy models for the large, price-cap
LEes. Chairman I-Iundt, himself, told the Senate Commerce Committee just last Wednesday that
he is "increasingly concerned whether a workable. reliable model will emerge in time for our
decisIOn on May R. or whether we will need an interim step in our implementation timetable to
permit us to further retine hnw to determine the cost of providing universal service."(' While the
value of such a model for small telephone companie~ remains problematic. even f(n Chairman
Hundt (as he told the Commerce Committee at the same heaflng), .lSI has a broader concern,
With the Congressionally mandated deadline fast approaching, .lSI fears that its clients and all
rural LEes face the prospect of being overlooked as the FCC intensifies its effort to come to
closure on appropriate. cost proxy models for the pl'lce-cap companies that serve the "9() percent"
of the II.S, population that ("hairman I-lundt has frequenlh said should be the primary concern of
the FC'C in these proceeding~

For the foregoing reasons, .lSI. on behalf of its rural telephone company clients. respectfully
recommends that the FC<' reject the Federal-State Joint Board's Recommended Decision as it
applies to the reconstituted lISF. Rather, .lSI urges the FCC to adopt the recovery procedures
proposed in the I,E'(' /1ssocwtions' Universal\'erl'icc l'rW7s/liol! Plan For Rural Telephone
Companies. .., or other such measures that will (~nsurc that customers served h~ rural telephone

--_...-._--

, In their March 3, 1997 letter 10 Chairman Hundt, 25 memhers ,11 the (J ") Senate reiterated that C'ongresslOnal
intent articulated in the Telecommunications Act 01 1996 was "to ensure that all Americans have access to
affordable telecommunications services regardless of where they live (emphaSIS added)." In the letter. the Senate
cosigners also noted that the JOJnt Board's recommendations to eliminate universal service support for husiness and
other non-residential consumer' If) rural areas "appears to ml'.lIlterpret Il1e'\(( a; to restrict universal service slJpporl
to single-line residenlial COnSIIIl1,'r·. ,tlone"

" See Chairman Hundt's Statement on Universal Service Bet(J!e lhe Committee on Commerce, Science and
I"ransportation, United States Senate "1arch 12. 199""

The U:'(' ASsoclOlions' Univcrsa/c:,'crvice Transl/ion !'Iull !-Ol Rura! Telephone CompanIes is an alternative
Universal Service Fund compen,ation plan recently propo,ed h\ the National Rural Teleom Association, National
relephone Cooperative I\SSlKlatlon, Organization !'(1! Ihe Promotion and Advanccmenl of "mall



companies will be afforded the opportunity to have access 10 services and rates comparable with
those offered in urban areas. In addition, .lSI recommends Ihat there be sufficient federal
mechanisms 10 preserve and advance universal service, as envisioned by Congress, and as
specifically established in Section 254(b) of the Telecommunications Act of 1996.

relecommunications Companies, and the United States Telephone !\-;s\lciatio'l ['he associations filed this plan with
the FCC In a transmittal dated 1v1arch :. 1997
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Calculation of Annual Reconstituted lJSF Loss Under .Joint Board Proposed Rules

State Totals

COMPANY

Company A

Alabama Total

Company B

Company (

Arkansas Total

Company [)

Florida Total

Company I·

Company I

Company (i

Company If

Company I

Company J

Company K

Company I

Company M

Company N

Company ( )

Geory;a Total

Company P

Company ()

Comp<my R

('ompanv S

Indiana Total

Comp<mv I

Kansas Total

(:ompanv I

Louisiana Total

AI.

AR
AR

II.

(iA

GA
GA
GA
GA
GA
(iA

GA
GA
GA
(iA

IN

IN
IN
IN

KS

LA

Loss
Per Line

0.80

$6.72

414

i !2

162
0';4

4
.99

" 18
;4~

(I el)

,A4

() :'8

() 64

$1.14

$4.34

$7.02

Loss

19.08%

19.08%

I I. 70~·")
14.36%

13.38%,

l7Jl6%

25.10%

19.64%

583%

408%

18.720;,)

14.27%

IIA8%

18.44%

34.32%
11.06%

10 30o/Q

14.80'Yt.

14.580;0

16.68%

962r~l"

11.51 'Yt.

o .~. '... 0,O .."",,\ ;r

8.33°/.,

) ') 70%

15.70%



C.ompany V 1\1E 18.00 45.7()oIrJ

CompanyW ME 049 5.37%

MtineTotal $8.77 37.41%)

Company X l'v1N 0.64 10.33%

Minn~ota Total $0.64 10.33%

Company'y' M~ 21-:' 9.66%
Company / M" ).62 11.440/0
Company /\1\ M~ 2.9~ 8.66%
CompanyAB M~ 15.12%

Mis..'iissippi Total _._-- $2.73 11.42%

Company A(' Mr 4.93 14.43%
Company AI) Mf' 11.16 20.0T/o

Montana Total $5.84 18.49%

Company AI: NC OAO 4.5C)OIt,

C::OITIJX'U1Y AI,' NC 0.1,1 1.78%,

North C.arolina Total $0.37 3.04%

Company i\( I ND 040 6.57%
G)ITlJ.Xll1Y ;\11 ND 12.35°;(,
Company Al ND I

.. ,
4.27(~/(\»)

Company A! ND 4.X7 21.06%

C~lmpany AI< '\JD ; 92 91()l%

North Dakota Total $2.53 12.15°1..

Glmpany Al Nil IX2 21.1 go/o

Olmpany i\i\1 '\II! ; 42 27.86%

New Ha"1l"hire Total $3.17 27.08%

Attachment A
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CoI11JElY AN NM :~561 36.92°;;)

New Mexico Total $25.61 36.92%

ComrxmY A() NY D24 31.89%

CoI11JElY AP NY 4,68 11.73%

CompmyAO NY 2.49 21 ,98~;()

CompmyAR NY 932 48. (Xl%

CoI11JElY A~ NY 0.62 9.44%

COI11JElY Al NY 1.4~ 23.74%

Compmy 1\1 NY .\40 50.57°/"
Cornpmy A\ " NY IJl5 9.16"/"

O)rnpmy A\\ NY 2.0'i 32.25°/"

Cofl1lE1Y AX NY 3.89 30.21";')

C.ofl1lE1Y A'y' NY 10.24 24.13%

CDfl1IE1Y AI NY ()59 8. 7IYJ/"
ComIXtny B,I\ NY 2.1" 30.62%

Compmy BB NY 76'1 8.5l1io

Cbmpmy B< NY 0.6'\ J 12"/0

Compmy BI) NY l,OO 26.180/(1

Compll1y BI NY 4.02 27."3"/;,

Compll1y BI' NY .42 1222°;,

New York Total $5.15 23.70%

Compmy B<) OK 2.5 ..... l,O/
,. ......,~/(f

OIdahorm Total $1.2.." 3.22%

COfl1lE1Y 811 PA OJO 4.ll o
![I

OJmpany HI PA "3() s8.7m~,

O)mpl11Y HI PA ~.81 1().12(~·n

Pennsylvania Total $4.10 28.54%

C.ompmy Bk, SC 098 10.61<%

C.ofl1lE1y Bl SC il,69 6.08%

Comrxmy 13M SC 1\)1 15.63[1/1)

South C'arolina Total $1.33 12.34(~1

Attachment A
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Comy:xmy BN SD 4.11 15.49%

Comy:xmy B( ) SD 0.68 !(W5%

South Dakota Total $1.27 U.51°/c,

COffilXUlY BP TX 5.25 I2.24°;()

Comy:xmy B() TX 500 23.14%

Comy:xmy BR TX 2.84 10.24%

Comy:xmy BS IX R99 19.78%

Comy:xmy 131 IX 12.42 16.89%

ColllJXll1Y BI TX I' 12 3.26~i)

Comy:xmy HV IX 7.47 28.82%

CoffilXU1Y B\\ rx 2.02 15.74°j(1

ComrXlny BX IX I 9() 1::).21%

Com/XUlY B'r' IX 12 74 22.1)5%

Texa~ Total _ ..'-" $5.15 18.04%

COffilXU1Y 13/ \M ~)67 34.57tYo

Wiscon~in Total $2.67 34.57%

ColllJXll1Y ('/\ WV 134 10.04%
Comp<my ('13 \\/y fl. SO 12.52%,

West Vi.wnia Total S1.13 10.63%

Attachment A
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Tota) 23 States $2.79 17.02%
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Conflicting Oh,jectives

In its Recommended Decision, it appears that the Joint Board has put in playa conflicting set of
short-term objectives in its universal service policy I()r rural telephone companies. In Paragraph
283, the Joint Board recognized that "moving small. rural carriers to a proxy model too quickly
may result in large changes m the support that they receive. " While recommending that rural
carriers not move immediately to proxy models. but move gradually over a six-year transition.
the Joint Board also chose to freeze for three Yl~ars. starting on January I, 1998, high-cost
assistance. DEM weighting and I.TS benefits I'm "ural carriers. based on historical. per-line
amounts

In addressing universal support mechanisms. however.. the Joint Board felt that only the primary
residential line (connection) and single-line business lines should qualify for support. In that
regard, the Joint Board reasoned that "supporting one I.:onnection per residence is consistent with
section 254(b)(3). which states that access to scnices for low income consumers and those in
rural. insular and high cost areas should he reasonablY comparable to that available in urban
areas. Concluding that support for a single residential connection would give a household
"complete" access to telecommunications and \I1filrmation services. the Joint Board declined to
provide support It)r other residential connection c. beyond the primary residential connection.
believing that "(s)upport for' :l second connection 1S not necessary for a household to have the
required access' to telecommunications and information services" Justifying this decision .. the
.Ioint Board declared that it ttlund that "providing,upport f(Jr designated services carried to
single-connection husinesse:, m high cost areas a1 a reduced level is not inconsistent with the
]996 Act." Furthermore Ihe Joint Board went on I() sreculate that "as competition develops, Il

may he unnecessary to pn:vlde even this reduc('d ;upport t()t' services carried nn the initial
connectIOn of businesses in hiQ.h cost areas'

As established in the Joint Board's transition plan. heginning January 1, 199R. rural telephone
companies would hase the!t' universal service COsl n:covery on a combinatIOn of current I lSI,
compensation, the interstate DFM weighting settlements related to local switching, and the ITS
component of the intersta1l' common-line pool hased ()n the historical per-line cost reuwcry
amount. multiplied by (?ligible access lines Pi\' (nint Board proposed that for 199~ the
comp<lnents will he defined :IS f(l![OWS

• Current tJSF: rhe I{)q", I rSF loop cost diVIded h\ I<195 total IJSF 11l1cs, and multirl1ed bv
1996 eligible lines:

• DEM Weighting: The J)EM weighting portion 0(' the 1996 interstate local switching cosL
divided by 1996 total Iines. and multiplied by i ()()6 eligible lines: and.

• Long Term Support: rhc 1996 interstate cOlllmon,line revenue requirement. multiplied b:v
a lactor that represents the Long Term Suppor! component of the 1996 interstate '\]1':('/\

common-line pool. divided by the 1996 NFC \ ul1nmon-line revenue requirement and
multiplied hy 1996 eligible lines.
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According to the Joint Board's formula, beginning 10 the year 2001 and continuing through the
year 2003, support will be gradually shifted to a proxy-based methodology. In 2001, support
\vould be based on 75 percent frozen levels and 25 percent proxy:, in 2002, 50 percent frozen and
50 percent proxy; and in 2003, 25 percent frozen and 75 percent proxy. Beginning in 2004., the
basis of support would be 100 percent proxy. The Joint Board contended that freezing high-cost
support levels will prepare rural LEes for both theIr move to a proxy modeL and the advent of a
more competitive marketplace

Reconciliation of the Recommended Decision with the Intent of the Act
In Section 254 of the felecommunications Act. Congress set f()rth, among other things. the
universal service principles it intended the Joint Board and the FCC to follow in setting policy
[0 guide the FCC and Joint Board, Section'54rh) "f the Act established universal servIce
principles which include the following:

(1) Quality services should be available at just. reasonable. and affordable rates,
(2) Access to advanced telecommunications and Illt()rmation services should be provided in all

regions of the nation:
(\) Consumers in all regions of the nation, including hl\v-income consumers and those in rural.

Insular, and high-cost areas, should have access tf) telecommunications and information
services, including interexchange and advanced serVIces, that are reasonably comparable to
those services provided lJ1 urban areas and that are available at rates reasonably comparable
to rates charged for sllndar services in urban area~.

(4 ) All providers of telecommunications s('[vlces should make an equitable and
nondiscriminatory contribution to the preservatIon and advancement of universal service.

(5) There should be speCIfic. predictable andsufficiel11 federal and state mechanisms to
preserve and advance universal service:. and

(6) Elementary and secondary schools and classfOnms. health care providers, and libraries
should have access 10 advanced telecommulllcations services as described in subsection (h).

(7) Such other principles as the Joint Board and ( ommlssion determine are necessary and
appropriate tor the protection of the publl\' ll1tcrc~SL convenience, and necessity and arc
consistent with the \ct

.lSI believes that, in at least two respects, the lomt Hoard has violated the intent of Congress
embodied in the Act's universal service principles First the Joint Board has unnecessarily
restricted recovery of Utll\'ersal service costs solelv 1(\ primary-residence lines and single-line
business Iines, even while it acknowledged (in Paragraph R9 of the Recommended Decision) that
the Act provides no statutory guidance in this area We believe that this recommendation lS

contrary 10 the provisions of Section 254(b)(3l. and snves to the disadvantage of customers that
receive local service from a rural telephone company. and ultimately to the disadvantage of rural
economic development Second, the Joint Board has proposed a mechanism t;:n rural telephone
companies that will ensure at lhe outset a siglllfican' l.:hange in the level of revenues received
and will guarantee the under··recoverv of ,'ost,. I/J lIltcome that ')pecit~cally \iolates Section
~54(b)('~ i
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Basis of Calculation of Loss

Please refer to page 2 for the sample company data and algorithm used III the calculation 01
annual reconstituted r!.)F 10.\1' under the Joint Board proposed rules

I" Current USF This IS the 1997 level of compensation from the existing federal Universal
Service Fund, as provIded for in Part 36.601- )6.641 of the Federal Communications
Commission (FCC) rules As such, compensatIon is hased on cost and loop data for 19Q5

For the sample company the 19971 JSF is $1,56 7 6';:,

I Current DEM weighting This is the DEM Welghtmg portion of the 1995 interstate central
office equipment-local switching equipment (Category :1) revenue requirement. It is
determined by dividing the 1995 interstate central office equipment-local switching equipment
revenue requirement, calculated in accordance with Part 36 and 69 of the FCC"s rules, by the
local switching equipment weighted DEM factor, determined m accordance with FCC' Part
~6.125(f) rules. and multiplied by the difference hetween the Weighted and unweighted DEM,
calculated in accordance \vith FCC Part~6.(h)and (/) rules. For those LECs that settle
interstate access on an Average Schedule basis. the DEM Weighting portion of the interstate
local ~;witching requiremem was determined h: multiplying $.0203 per minute b\ the
applicable interstate access minutes, This rate pCI' minute was provided hy NECA, as its
estimate of the value of the DEM Weighting withIn the traffic sensitive pool. fhe 1995 rather
than the 1996 data has heen used simplv hecatN 1\1 its availahility. In the sample companv
the calculation is as follovv.',;:

$555,381 X (4i56~(j Il':;21;) $370.254
.435639

~ l~ong Term Support ('his is the portion or the 1995 interstate (~omnlon Line revenue
requirement that is supported by lonK term I'I/ppor! provided by non common line pooling
LEes. in accordance FCC Part 69.612 rules. This i<; determined hy multiplying the interstate
common line revenue requirement for year endmg June 30. 1996, by a factor of 41" II °lrl. This
factor was determined hy the National Exchange ('arrier Association (NECA), and was used
in a January 13, 1997 NFCA common line rate filing According to this filing, the total
common line pool revenue requirement \11[" the year ending June 30. 1996 was
$1 Jl79,604,950, the end liser charge revenue was $448,499.973, the carrier common line
revenue was $] 87.312.6 n and the long /erm \uppr)r/ was $443.792,339. thus yielding the
factor of AI J I. The! 99'1 rather than the J ()96 datu has heen used simrlv hccause :1/' its
avaJiability. In the sample companv . the ca!cul:ltlon i\ ;lS follo\vs

$994 ! 90 X .41 11$408. 7i



............... 'i"","..""

Attachment C
Page 2 of2

Access Line Information (Nos. 5, 7, and 12) This mfimnation \vas provided by the company.
and represents total access Jines, multiline business Imes and residential second lines/second
home lines. respectively

All Other Lines These arc calculated lines in accordance with the formulas specified for each
line, It should he noted that for calculation purp(1se~. line 6 results have not been rounded to
the nearest penny

XYZ Telephone Company

CALCULATION OF ANNIJAL RECONSTITUTED USF LQSS.Vc"WER.JOINT BOARD PROPOSED RilLES

('urrent l JSF ( 199:'i Cost ftn !9<)7 I

(urrent DEM Weightin!,' (I '1t;,~ ('ostS)'

Long Term Support (199~ «'sis I

'i.U67,653

'j;i 7(),254

$408,712

4

.,

rotal Cost Recovery Subject to Reconstituted (ISF (I/rn'nf I'lll'ment {('I'el

(Line I + Line 2 + I,ine .r,

:\ccess Lines (Decemner J (;09' )

Frozen Reimbursement Per \ ccess Line. Per Month II illl'l I Illl" , ::' months)

'v1ultiline Business Lines i I )ecemner '9(5)

Suntotal Eligible Access I im's dine 5 minus I inc 71

5;2.146,61 ()

",154

'd 7<)4

4,902

9. Subtotal Reconstituted (ISF (Line 6 x Line 8 x 12 months

10. Subtotal Loss (Line 9 minus Line 4)

I L Subtotal Loss of Support Per line. Per Month (Line In! I.IlH' 'i ! 12 months)

12 Residential 2nd Lines and'nd Ilollle Lines

I) Total Eliginle Lines (Lme X tllinus line 12)

14 Revised Reconstituted \'SI,lmc 6 x line 11'\ L21l1o!11h',!

15. Total Annual Loss (Linr 14 minus Line 4)

16. Effective Loss of Support Per Line, Per Month (Lilll' I" Line::; I 12 months)

S2.231,883

($114.736/

($1.86 )

4.:'i52

$2,072,52X

IS274.091 :

($44',

!IWi rt:pr~scnts the difference between the \\l'l~'.hted and unwclghled Intcrslal,.' i.

lhlT'stwld '.\'as crossed in lq()h tlwi amount ,-'lIlld Ill' slgnificantl\' les~

rhe lon~~ (erm support equals the Interstate ('nmmon I~inc rc\'cnuc reLJulrCmt~1l1 ' tillipil~·'! h\ :1 Jactor reflrt:scntmg the rclatltlilshlp nflol)g term t.;uPP'lrt

'0 lotal ('nmn1on Ime rt~Venue rcquirCTlll'tr I! th'_' '\'FCA pool The lacl(ll" 1\ h<1:« <.1\ I "I1U:W, "I ]\)(j7 c;dculated rclatHHlshl[1 and '-,qual In.:1

rhls I~ base() on fro/en hl~;tori(:allntonr;HI(ln .\l, (oIHl'mrlatcJ hv lllt' j(\inl

!hdl w1fi II:\U!' froni asset additlolF made; tl--' 1.:(ltll.~nt \'l',lr',
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.JSI PROFILE

John Staurulakis, Inc. (lSI) is a full-service telecommunications consulting firm established in
1962 by John Staurulakis. who still serves as president. for the primary purpose of providing
independent telephone companies with expert assistance in toll separations and settlements. a
field in which it now enjoys a national reputation In that respect. since its inception lSI has
assisted more than 300 companies. including holding companies such as Allied Telephone Corp..
Mid-Continent Telephone Corp.. Rochester Telephone Corp. of New York. and Telephone and
Data Systems in successfully implementing cost-hased settlements with the Bell operating
companies. .lSI pioneered settlements on an indivIdual cost-study basis in a number of states
where It prepared the first separations studies evcr. lI1c1uding Alabama.. Arkansas. Georgia.
Maine. Mississippi. Nevv Hampshire. South Carolina \\~rmont. and Virginia.

With headquarters in Seabrook, Maryland. and regional offices in Minnesota. rexas. and
Georgia. .lSI employs a total of 70 staff professionals. and serves some 200 telephone company
clients in 35 states. lSI provides a range of services that includes toll separations cost studies:
incremental studies; general rate cases; cost-of-servlce studies: rates and tariff filings: accounting
reviews for compliance with regulatory requirements: FCC monitoring and responses to dockets:
extended area service (EAS) and other feasihillt\ studies: state and federal Jurisdictional
monitoring. including participation in generic and access charge hearings: capital recovery
(depreciation) studies: NEC A reporting and fon~castmt'-. computerized continuing property
records: full traffic services. CABs billing and review: valuation/acquisition assistance; rate
design; equal access presubscription: strategil husiness planning; seminars: software
development; and other specialized management finanCial l.'ompetitive. and regulatory services

The firm actively participates in state access charge proceedings where it has filed comments and
presented expert testimony em behalf of its clients and other statewide companies. Those states
include Alabama, Arizona. Florida. Georgia. Indiana. Kentucky. Maine, Michigan. Missouri.
Montana. New Hampshire New Jersey Ne\v Mexicil. '\evv York .. North Carolina. North Dakota.
South Carolina, Texas. West Virginia and Wisconslll !n addition. the firm has been employed by
state telephone associations or small-company gfllUps in Georgia. Indiana. Maine. Michigan.
Mississippi. Missouri, New York. North Carolina. North Dakota. South Carolina. Tennessee .. and
Wisconsin to represent them Jtl FAS plan implementatlol1. intra-L/\T/\. competition. ONA issues.
equal access presubscription. and other such issues '\t'r\lCCS include participation In stateWIde
committee activities. the preparation of statewide nlal1' and the presentation of testimony The
linn has filed numerous Irartie-sensitive. subscriher.. inc Ind carrier-common-linc tariffs with
numerous state commissiNls\lso. the firm has filed 'lUnlerous sets of comments with the
on hehalf of its clients in rl.~'alionship to separation' "cUI:"

.lSI has gradually expanded its staff expertise and CXfX'!"1cncc in response to the evolving needs of
its client companies. The firm's marketing and lousiness development expertise has been
expanded. as clients depl(,: new technologies and expand into new lines of husiness. including
fiber networks. long-distance resale. competitive ICC"SS. the Internet. and wireless services In
1992 .. the companv formed !~r Financial '-;en II I' l' I '-;eparale division tel provide clIents
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specialized business and financial intermediation, valuation, and syndication services, In J997,
the company established .lSI Solutions, a division that will offer software and educational
products to telecommunications providers, .lSI is committed to maintaining the highest level of
expertise and proficiency in those areas of value to the communications provider of tomorrow

The philosophy of the firm is to provide the highest quality service to our clients at the most
reasonable cost Since we are a family-owned/operated company, there is a high degree of pride
instilled in our staff, which we believe is reflected III ilur service and our staffs caring attitude,
Our professionals display the highest levels of integ.ril\ and desire to go out of their way to be
responsive to our clients' needs


